_ CELANESE STEPS UP 
CHEMICALS AND 
PLASTICS FLOW 


(see page 17) 


As outstanding evidence that all you need is a good shirt if you are? 
otherwise well-tailored is this coy and lissome miss who sports a new model | 
from the line of man-tailored shirts turned out by sportswear manufacturer | 
Colonial Corp of America. P 

Colonial makes more than 30,000,000 shirts a year. Most of its customers } hi 
are men and boys who snap up the company’s economically priced (99¢ |) 
‘to $2.99) sports and dress shirts in chain and variety stores al! over the +) ‘ 
country. Soon Colonial will resume manufacturing pajamas. It had aban- \j% 
doned them temporarily in 1959 when shirt demand began to overtax ifs ||| 
facilities. Since then the company 
has increased capacity at each of 
its plants. 

Colonial has shown steady 
growth. Since 1954 sales have 
more than tripled to last year’s 
$20,201,000. Profits for the same 
period expanded to $1,208,000 
or $1.31 a share in 1960 from 
18¢ in 1954. 

Colonial was founded in 1945 
by current chairman and presi- 
dent Sol Berger who heads a 
staff of only eight salesmen. They 
display and sell their wares to 
buyers in a sidewalk-level office 
across from the Empire State 
Building. Four of Colonial’s fac- 
tories are located in Tennessee 
and one in Jamaica, BWI. All five 
of them which employ a total of 
3,500 workers were built by in- 
dustry-hungry local governments 
who rent them to Colonial. Col- 
onial however owns the machines. 

There are 998,000 shares of 
Colonial common outstanding, 
64% of them owned by the Ber- 
ger family, 13% by investment 
funds and 3% by officers and di- 
rectors; this leaves only 20% to 
trade thinly on the American 
Stock Exchange where it com- 
mands a hefty price of almost 
30 compared to a 1960-61 low 
of 14. 
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Many Proposals Founder on 
Government Frowns, Disputes 
On Stock Terms, Personnel 
ERGERS and talk of mergers 
7 abound these days. Despite re- 
¥cession, the Federal Trade Commis- 
; sion counted 1,012 corporate mar- 
Wriage proposals last year. This was 
ithin 4% of the postwar high of 
71,050 mergers in 1959 and way 
Gabove the 899 reported in 1958. 
} The pace has not slacked. Most 
fevery business day brings news of a 
handful of new combinations. Re- 
{cent moves range from the proposed 
funion of two well-established Big 
‘Boarders like National Distillers and 
}Bridgeport Brass to the proposed 
ttakeover of $1,500,000-volume (in 
(1960) Western Hydraulic & Service 
by $16,000,000-volume Hathaway 
Instruments. 

_ But freely interspersed amid the 
persistent peal of corporate wedding 
ibells are the discordant notes of 
broken engagements. One promi- 
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oom in Busted Mergers 


nent example: Warner-Lambert last 
month stopped short of the altar for 
the second time in little more than 
two years when negotiations with 
Minnesota Mining & Manufacturing 
foundered; a proposed merger with 
R J Reynolds Tobacco had fallen 
through in late 1958. Earlier this 
month chairman Joseph M Safie of 
apparel producer Reliance Manufac- 
turing confirmed holding “prelim- 
inary talks” with one or more 
large apparel manufacturers, the 
next day singled out Jonathan Logan 
but by the following morning “prob- 
lems” had terminated the Logan 
talks with “no likelihood they will 
be resumed.” Other samples of bust- 
ed mergers can be cited by the dozen. 

The swollen abandoned-merger 
list to some extent simply reflects the 
fact more merger negotiations come 
to public attention these days—and 
at a far earlier stage. In the color- 
ful phrase of one Wall Streeter, 
“two companies need only be seen 
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waving to each other across the 
street for someone to rush and pub- 
lish the banns.” In part this stems 
from the more intense financial news 
coverage which has accompanied the 
spread of investor consciousness; in 
part from the Big Board’s increas- 
ingly firm policy that listed com- 
panies must immediately reveal any 
news which might affect their stocks. 

Abandonment of mergers may 
take place at any stage. Talks may 
have been “purely exploratory” as 
in the case of Lee Rubber and Mo- 
hawk Rubber last Fall. In fact Lee 
thought announcement of any talks 
at all was “untimely and premature.” 

At times directors reached a pre- 
liminary understanding, in other 
cases full details of the exchange 
were worked out. In a few instances 
the stockholders themselves formally 
approved the merger before it was 
called off. Thus in December stock- 
holders of CWS Waveguide and 
Megadyne Electronics voted for the 
union but “changed conditions in 
both firms * * * influenced the re- 
spective boards of directors not to 
proceed.” United Whelan even had 
a “trial merger” during which it 
managed Philadelphia drug chain 
Consolidated Sun Ray before find- 
ing the two “could not agree on de- 
tails” last Summer. 

Especially in larger mergers one 
major influence is the US Govern- 
ment with antitrust actions by either 
the Justice Department or the FTC. 
The Government’s power has been 
considerably strengthened by the 
1950 amendments to Section 7 of the 
Clayton Act which now bars either 
stock or assets acquisitions if the 
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effect “may be substantially to lesse 
competition or to tend to create} 
monopoly.” This is exactly whl} 
Federal District Judge Edwan}®' 
Weinfeld thought might happen “‘} ih 
each of the relevant markets” if Bett} al 
lehem Steel were permitted to merg\}) *! 
Youngstown Sheet & Tube. Hence Hj 
enjoined the two steelmakers in | 
far-reaching decision late in 1958, 

Bethlehem- Y oungstown is the onli} 
major “Section 7” case to dati) 
stopped by outright court injunctiom} 
However Brown Shoe was permittee!) 
to merge G R Kinney only condii) 
tionally and presumably must dis4 
pose of it unless the Supreme Cour} 
next Fall reverses the lower tri 
bunals. Most of the other Govern 
ment actions seek to undo mergers} 
already effected and, except for some 
consent rulings, have not been fi- 
nally settled. 

Government Impact 

But the impact of these cases is: 
severe. The threat of active Govern- 
ment opposition may deter many 
companies which feel even a legal| 
victory would prove too costly in|} 
time as well as money. Warner-Lam- | 
bert and 3M stated this as a chief | 
reason for discontinuing their mer- 
ger talk though most observers feel 
other factors played a larger role. 

Except in cases of Government 
blockage, the true reasons for busted 
mergers are often impossible to as- 
certain—or are given only on pledge 
of strict anonymity. The basic prob- 
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lem is usually “failure to agree on 
terms.” Companies obviously tend 
to have widely differing ideas of the _ 
value of their stock and the relative i 
emphasis to be placed on market © 


1| 


rice, assets, earnings record, poten- 
ial earnings, etc. The problem is 
ometimes complicated when the 
ery news of merger talks drives the 
‘stock of a company up substantially 
and thus makes it less attractive to 
the potential acquirer. 

Another major stumbling block is 
anagement. Companies may have 
isagreements about future policies 
d organization setups to follow. 
ut particularly sensitive is the ques- 
ion of job allocations for the top 
rass. This tends to lessen in times 
f recession or when a merging com- 
any itself is hard pressed. Wrote 
ob Bedingfield of the New York 
Wimes: “In stormy weather a presi- 
a¢lent may decide it’s better to be 
first mate on a floating ship than 
weaptain of a sunken one. Usually 
owever, as soon as the sun comes 
out and the waves subside, the flexi- 
ility vanishes.” 


Sometimes the “technical consid- 
prations” cited for merger-blocking 
.jare truly that. One retailer explains 
,. he indenture provisions on his com- 
pany’s insurance loan prohibited 
,)my subsidiaries with debt of their 
jlown. The proposed union was with 
{company in another branch of re- 
Jailing which had a well-financed 
foredit subsidiary. 
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Another executive reports: “The 
day we were to sign final papers, 
the other president dropped dead. 
By the time the new president set- 
tled down, conditions had changed 
too much.” 

Conditions which change between 
first nod and final vote break many 
engagements. Or conditions were 
never really what they seemed to an 
eager merger-seeker. After a closer 
look, one or both of the prospective 
partners may decide the deal is not 
as attractive as it seemed. Says one 
merger expert: “Often there’s no 
fundamental economic reason for 
the merger in the first place. A lot 
of companies just like to grow 
larger so they like to talk.” 

In addition, often “the seller will 
not allow a prospective buyer to 
make the kind of investigation he 
should until the terms are virtually 
set. Then an engineer’s or auditor’s 
report may show up problems which 
make the terms unrealistic.” 

Of course many companies—some 
for reasons of strength, some from 
weakness—are admittedly merger or 
acquisition-minded or else known to 
be in the market for someone to take 
them over. This may require discus- 
sions with a dozen companies (pref- 
erably in confidence) before one 
deal jells. Thus some names may 
repeatedly appear in the abandoned 
merger columns in addition to an 
occasional completed merger. 

For instance Long Island electro- 
nician FXR Inc which is slated to 
join Amphenol-Borg in May had last 
Summer talked with Loral Electron- 
ics. Loral also had discussions with 
Sonotone which in turn had earlier 
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chatted with Thompson Ramo Wool- 
dridge. 

Studebaker-Packard which wants 
to acquire profitable companies able 
to use its huge tax loss carry for- 
ward has among others talked in- 
decisively with Central Foundry and 
Fedders but closed deals with Gravely 
Tractors and Clark Floor Machine. 

Sometimes a discarded merger 
may be resumed. Universal Match 
and Universal Controls had reached 
tentative terms in January but called 
the deal off “because of certain legal 
and technical problems,” presum- 
ably including matters of manage- 
ment and stock control. Since then 
the Universal Controls chairman 
and president have left office and 
virtually the same terms proved ac- 
ceptable in March. 

Mergers may also founder on 
stockholder opposition. The pro- 
posed merger of oil equippers Dres- 
ser Industries and Reed Roller Bit 
was blocked in February by John 
Maher who had resigned the Reed 
presidency in November. But Maher 
and associates added substantially 
to their holdings (largely purchased 
from Maher’s successor as president 
and other directors) and after block- 
ing the merger, Maher returned to 
the presidency with a friendly board. 

Even greater efforts at merger 
blocking may be engendered by 
“take-over” attempts over objections 
by the acquisition candidate’s man- 
agement. Ex-miner Glen Alden tried 
to take over upstate New York’s 
shoemaker Endicott Johnson but 
was forced to bow to a community 
crusade and sold its shares to the 
Endicott employes pension fund. 
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Ling-Temco wants control of felll 
Dallasite Chance Vought Airer 
which the latter’s management t} 
trying to block through a privi) i 
antitrust suit and a possible prod 


Bates, beset by a variety of cout). 
actions, withdrew last week. 


Aside from such free-for-alls inl 
the industrial sphere, there are also} 
merger fights in the more specializecf} 
fields of banking and transportatior 
where regulatory authorities have 
the final say. Within the past mont 
the Justice Department in a start-} 
ling flash of activity moved to en-4 
join the proposed marriage of Phil- 
adelphia National and Girard Trust,, 
acquisition by Milwaukee’s Bank: 
Stock Corp of two local banks and! 
even the scheduled merger of the: 
relatively small Lexington, Ky pair 
of First National and Security Trust. 
All had previously been approved by 
either Currency Comptroller Ray 
Gidney or the Federal Reserve. 

Meantime the lowest New York 
court two weeks ago knocked out the 
State’s year-old liberalized branch- 
ing law (which opened the suburbs 
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“)} to Manhattan banks) on a technical- 
_{ity. The legislature has been asked 
}to correct the alleged defects but 
Arthur Roth of Franklin National, 
| vigorously fighting to maintain his 
_} bank’s dominance in Nassau County 
“| and shield it from Big City compe- 
tition, will no doubt renew his court 
attacks and at least prolong the un- 
certainties. This in turn may have 
some influence (even though no di- 
rect legal impact) on the State or 
Federal regulators who must OKay 
the merger of Manufacturers Trust 
and Hanover Bank, the plan of 
Bankers Trust and County Trust for 
a City-Westchester holding com- 
} pany, the planned merger of First 
National City with National of West- 
| chester and Morgan Guaranty’s pro- 
| posed holding company union with 
six upstate banks. 
Transportation Line 

Unlike banks, the official Wash- 
; ington line in transportation appears 
‘to be to foster judicious mergers. 
i? United Air Lines is being permitted 
to take over Capital to save it from 
i! otherwise inevitable foreclosure. But 
1 the proposed merger of Northeast 
{/ into TWA has slumbered on the 
i! TWA directors’ table for the last 
\) ten months. The question is whether 
i the new non-Hughes TWA manage- 
¢/ ment is interested. 
i! The real merger push is of course 
| on the rails. But after the first flush 
| of excitement when the prosperous 
' Norfolk & Western and Virginian 
were permitted to hook up in 1959 
and the decidedly nonprosperous 
Erie and Lackawanna last year, con- 
summation of other major combi- 
nations may take time as laborious 
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studies, negotiations, ICC hearings 
and decisions click-clack along. 
However, several deals including 
Norfolk & Western-Nickel Plate- 
Wabash; Atlantic Coast Line-Sea- 
board and the Great Northern-North- 
ern Pacific-Burlington are now before 
the Commission. So is the C&O plea 
to be permitted to accept stock con- 
trol of B&O as a prelude to merger. 

Some proposals may face internal 
opposition aside from the almost 
routine objections of unions and af- 
fected rival carriers. Thus a group of 
Chicago, Milwaukee, St Paul & Pa- 
cific directors two weeks ago warned 
against “too liberal” terms for the 
Chicago & North Western. Negotia- 
tions stalemated and were indefi- 
nitely suspended last week. 

And out West where the Salt 
Lake-to-San Francisco Western Paci- 
fic is a prime merger candidate, a 
huge hassle is developing between 
the Southern Pacific and the Santa 
Fe. Both want to acquire Western 
and have bought substantial blocks 
of its stock. So have some of their 
allies. The ultimate decision will de- 
pend on which carrier or group gets 
the ICC nod. 

In any event, here, as in many 
industrial merger cases, there are 
bound to be disappointed wooers. 
But also, both on the rails’ and in 
industry, there will be a great num- 
ber of successful suitors as the 
merger trend continues. And in the 
best tradition of human and corpo- 
rate life, most of the jilted group will 
soon collect themselves and dash off 
after a new object of affection—after 
which they conceivably may some- 
times wish they had stayed single. 
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BUSINESS 
WALL STREET 


From Sea to Shining Sea 

ALL STREET’S relentless pa- 

rade to Main Street received 
some amazing statistical certification 
this month. The Wall Street Journal 
announced it was starting its second 
California printing plant in River- 
side near Los Angeles to supplement 
its 32-year-old San Francisco opera- 
tion. The compelling reason: the 
Journal now sells more papers in 
California than in any of the other 
49—notably including Wall Street’s 
home state. September 30 figures 
showed 88,000 in the Golden State v 
82,000 in New York. 


ELECTRONICS 
The Many Facets of Avnet 
| Rie seca 40 years ago when the 
crystal set was the “it” of the 
communications world, Charles 
Avnet opened a small radio parts 
store on Manhattan’s Lower East 
Side. He and his company are still in 
the communications world but both 
factory and format have changed. 
Located in Westbury on Long 
Island, Avnet Electronics Corp today 
gleans about half its sales from as- 
sembling and processing electrical 
connectors. Through its extensive 
marketing organization it also dis- 
tributes semiconductors, relays, 
transformers, splice boots and other 
components to the electronics, air- 
craft, missile and communications 
industries. As treasurer and director, 
Charles Avnet still keeps a firm hand 
on company policies though he has 
delegated the duties of president to 
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AT WORK 


eldest son Lester and of chairms 
to second son Robert. 

During the “exciting Twenties 
48-year- ‘ald Lester reminisces, buy 
ness was so brisk “Dad had to mo} i 
people out of the store bodily wha 
we closed at 11 o’clock at night. 
started helping him in the shop ci ’ 


= 


at a 


the communications world was tod| 
exciting so I left.” 


II. Avnet took on its oréscne -day, 
character in 1944 when it began te - 
distribute electrical connectors. Les4 
ter Avnet comments: “We tried tcl 


eries of necessary components. Wel, 
would locate the components fo 

them quickly. This was the begin-| 
ning of our service philosophy which?) 
is now the foundation of our busi-4 
ness.” 

Younger brother Robert entered} 
the family business after War II., 
Soon after the Avnets took the first | 
step in what Lester calls our “‘cradle- 
to-the-grave” service program which 
offers customers specialized assis- 
tance by Avnet’s own carefully 
trained sales engineers. 

About 50% of Avnet connector 
volume is Bendix pygmy connectors 
which Avnet has assembled and sold 
under contract from Bendix since 
1952. These little gadgets which go 


into many defense & industrial prod- 
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}ucts are the last item to be specified 
| on engineering blueprints. Hence the 
timing of many a defense job de- 
“pends on the speed of assembly of the 
200,000 combinations of 70,000 va- 
jfrieties” of electrical connectors. 
To accommodate its customers 
dpmany of Avnet’s 300 employes are 
|}trained to process and test individual 
_jconnectors to meet delivery deadlines 
pwhich can be less than 24 hours. Re- 
jigarding assembly operations Lester 
Avnet comments: “We stress quality 
assurance. That’s even better than 
quality control.” 

Nationwide Service 
Another aid to speedy service is 
the company’s eight service center 
iMacilities which are scattered stra- 
Jtegically around the country to form 
/“a national source of supply.” An- 
jether will open in Phoenix “before 
,too long.” Components needed to fill 
order can be obtained immedi- 
ately from any one of these centers 
through an interconnected teletype 
system. The “locational” setup also 
eliminates regional slowdowns. Pres- 
jident Lester Avnet states: “Have 
_|your bread basket where your manna 
ifalls from heaven.” 

While most of Avnet business is 
in connectors the company expanded 
‘its marketing activities last year 
when it landed distribution contracts 
_|from a host of semiconductor, relay 
| and potentiometer makers—among 
‘them Sperry, US Semiconductor, 
CP Clare, Technology Instrument. 

| In December Avnet further diver- 
|sified with the merger of hi-fi & stereo 
equipment importer British Indus- 
tries Corp of Port Washington, 
jLong Island. The 24-year-old im- 
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porter counts over 90% of its volume 
from sales of Garrard record 
changers, Wharfdale speakers, tool & 
die machinery and moderate-priced 
boats and boating equipment—all 
of which are made in Britain. Sup- 
plier Avnet says Wharfdale speakers 
are “doing so well I can’t even get 
an order on them myself.” British 
Industries also makes speaker cab- 
inets and assembles loudspeakers. 
British Industries also has the ex- 
clusive Western Hemisphere right to 
the Shaw process of precision casting 
of metals. It was acquired from in- 
ventors Noel & Clifford Shaw in 1955. 
The Shaw process uses ethy] silicate 
—‘a sort of high-temperature glue” 
which withstands temperatures 
up to 3,000°F as a binding ma- 
terial for ceramic refractory molds. 
Though the high cost of ceramic 
molds limited its applications in the 
past, a “technological breakthrough 


Pressure torching of Shaw molds 


> 


on the cost level” resulting from a 
worldwide licensee conference last 
October licked this problem. 

British Industries currently has 
about 50 Shaw process licensees in 
North & South America ranging 
from the Government to Curtiss- 
Wright to Ideal Toy. The more ac- 
curate detail, finer tolerances and 
surfaces and the now lower cost 
of this process lead Avnet officials to 
feel that “in ten years—if we can 
still control it [through patents ]— 
we will derive a royalty income from 
a substantial portion of the economy 
in this country.” They have a way 
to go. Royalty fees brought in only 
$215,000 for the company last year. 

Regarding further acquisitions 
dynamic Lester Avnet states: “For a 
company our size we’re loaded with 
cash [close to $6,000,000] and are 
anxious to find companies that will 
fit into our plan.” He adds: “Per- 
sonally I am more interested in us- 
ing our cash to buy earnings than to 
pay dividends. We have been dis- 
cussing mergers and acquisitions 
but none is imminent.” 

Until two years ago Avnet re- 
mained a privately owned business. 
In May 1959 however the Avnets 
sold 75,000 shares and the company 
itself 100,000 new shares at $5.75. 
The electronics supplier moved to 
the Amex within five months of the 
offering and after a 2-for-1 split last 
May it graduated to the Big Board 
in December. There are now 2,032,- 
000 shares outstanding (45% con- 
trolled by the Avnet family). The 
rest is held by about 4,800 other 
stockholders including many Avnet 
employes, also 27 fifth graders at 
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the William L Buck School in Va‘ a! 
Stream, Long Island who collectiv} 
own two shares of Avnet commif ¥X 


The stock currently sells at an | 


its adjusted 1960 low. | 
For the year ended last June, | 


a record $9,270,000. Earnings 2 ra} 
to $1,014,000 or 67¢ a share fre} | 
$768,000 (55¢). 


share. In the current fiscal year fill, 
half (December) sales rose 1% |) 
$8,900,000. Due to startup costs |) 
new plants profits slipped 3¢ to 
So far in the second half presides) 
Avnet reveals sales for January arf 
February are up 32° and new « 
ders up 40%. He predicts: “P) 
pretty sure we'll end this fiscal yea 
with sales between $18,500,000 ari: 
$19,000,000 and earnings betweet! 
74¢ and 85¢ despite heavy non-ri) 
curring expenses and bad weathe}} 
this Winter: 7% l 


FINANCE 
New Bonds for Old 
UARTER BILLION bond issueq 
are a virtually unheard-of phe 
nomenon. That is, unless you are tha 
American Telephone & Telegraph] 
Company in which case you’ve floatec 
no less than five such loans in the 
past seven years to finance your vas4 
expansion. 
Last week AT&T directors votec 
to take competitive bids in June for 
yet another $250,000,000 of deben: 
tures. This time the purpose is not 
to raise new money but to refund a 
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fisimilar-sized issue floated in the 
high-interest days of late 1959: the 
53¢s due in 1986. 

! Present market prices of compar- 
‘able corporate bonds suggest a cou- 
‘pon of around 414% for the new 


Fissue. AT&T will have to pay a hefty 


| premium to redeem the outstanding 
bonds (10734% of face value or 
1 $19,375,000 for the full issue) and 
pay underwriting expenses for the 
inew offering. Against these costs, 
‘PAT&T stands to make annual inter- 
‘Pest savings (assuming a 414% issue) 
) of $2,187,500 for the next 25 years: 


q The Bell System forms the na- 


‘i tion’s largest group of corporate bor- 
‘rowers and is always alert for such 


‘@ panies had already launched refund- 
# ing moves of their own before parent 
WP AT&T’s action. New England Tele- 
@ phone is slated to issue $45,000,000 
“of bonds in the next few days to re- 
# finance an issue of 534% bonds sold 
“f only 18 months earlier. 

* Southern Bell Telephone was slated 
last week to offer $70,000,000 of 
| bonds to refinance its 544s of 1994. 
And Bell Telephone of Pennsylvania 
| early next month will offer $50,000,- 
#000 of new bonds with $30,000,000 
kof the proceeds going to refund its 
W58¢s of 1994. 

jit There are a number of other issues 
wkeonsidered refinancing candidates 
iby Wall Streeters. Among them: 
a Dailas Power & Light’s first 514s of 
1989 and Texas Eastern Transmis- 
wsion’s first 55s of 1978. 

i The move towards refinancing has 
,been stimulated by the recent lower- 
jing of interest rates. Moody’s index 
;0f newly issued corporate bonds 
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opportunities. In fact three Bell com- . 


showed a yield of 4.32°/ at the end 
of February v 4.72% the end of No- 
vember and 5.17% the end of 1959, 

Since a company forced to market 
a bond during high-interest times 
will be eager to refinance once rates 
go down again, the long-term inves- 
tor frequently finds it attractive to 
buy bonds with restrictions against 
early redemption. Two high-yielding 
blue chips with such features: 
AT&T’s $250,000,000 issue of 5s of 
1983, sold in 1957 but not callable 
until November 1962; and Republic 
Steel’s $125,000,000 issue of 434s of 
1985, non-refundable to September 
1965. 

Companies refinancing at this time 
will be able to appraise their current 
wisdom a year from now. If, as many 
predict, business should pick up in 
the second half of 1961, corporate 
borrowing would probably increase, 
forcing interest rates upwards and 
forestalling further opportunities for 
profitable refinancing. Says a bond 
man: “If they plan to refinance, they 
should act with reasonable speed.” 


DRUGS 
Searle Scoop 
AVE FOR its motion sickness 
drug Dramamine and ulcer treat- 
ments Banthine and Pro-Banthine, 
most of the drugs produced by G D 
Searle & Company of Skokie, Ill have 
been relatively unfamiliar to the lay- 
man though well known to the na- 
tion’s physicians. This is because 
Searle limits its production to a 
small number (generally no more 
than two dozen) of ethical pharma- 
ceuticals. 
Such was not always the case. Af- 
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Searle scientists in action 


ter its founding in 1883 the company 
jumped into manufacture of several 
hundred standard pharmaceutical 
preparations. In 1933 however Searle 
did an about face. Realizing the im- 
portance of research it began to con- 
centrate on a few specialties. The 
research was slated mostly toward 
geriatric needs. 

Following this formula, Searle has 
remained very small—but very prof- 
itable. Over the last decade profit 
margins have averaged 21%, among 
the best in the industry. Last year 
the company tallied sales of $36,- 
900,000 for a 7% gain over 1959 
while profits pushed to $7,460,000 
or $1.69 a share from $1.65. Presi- 
dent John G Searle conceded in the 
annual report: “The increase in net 
income was modest and was less 
than might be anticipated from our 
* * * sales increase.” 

One reason was the high manu- 
facturing costs on Aldactone which 
Searle added to its diuretics line in 
late 1959. John Searle notes: ““We’re 
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working like mad to cut these cost ™ 
Just released is Aldactazide, a cc} i 
bination of Aldactone and thydi| * 
chlorothiazide which should furth| / 
broaden Searle’s position in diun} 
tics. Other Searle diuretics inclu 
Rolicton and Mincard. | 

Another factor which tended | 
limit Searle profits was the consav 


Mexico City plant. The chemical oi 
erations are handled by Root Chem i 
cals which Searle bought in 1958 i 
obtain a raw material source fd) | 
steroid chemicals. 
A third cost factor was the closir|)) 
of the company’s Eastern and Wee | 
ern branch offices. This was done u : 
der the theory that “modern tran4) 
portation methods enable prow 
deliveries anywhere in the Unitej 
States.” F 
Though costs were high, Searl} 
did not stint on research expense 
which totaled 7% more than in 1954} 
Searle does not publish its researc4) 
budget since “we don’t see anythin,}} 
to be gained by it.” But it is gener} 
ally considered to be among the prod 
portionately highest in the indusiry}, 
The Searle motto is “Research in the} 
Service of Medicine.” : 
Birth Control Bid | 
One of the hottest items to come 
out of the Searle labs in recent years 
is Enovid. It was first introduced in 
1958 as a treatment for menstrual 
disorders. Subsequent tests however 
proved Enovid to be extremely suc- 
cessful as a birth control agent. 
In May Searle obtained an official’ 
OKay from the Federal Drug Admin-. 


istration to market Enovid as a con- 
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i traceptive. The Planned Parenthood 
{Federation added its psychological 
+) blessing shortly thereafter. 
| The one drawback to widespread 
‘use seemed to be its high cost—$10 
}for a month’s supply of pills. How- 
) ever recently Searle “broke through” 
{with a dose half as potent and thus 
‘yhalf as costly but which it proclaims 
jequally effective. The new dose has 
also been approved by the FDA. 
While undergoing tests for contra- 
ceptive use Enovid also showed some 
promise as a cancer preventative. 
Says John Searle: “We are follow- 
ing up this lead in our labs of course 
but it will be at least two years and 
4} probably more before we know any- 


Meantime Searle is promoting 
dj Enovid as a contraceptive through 
only the regular medical channels 
| with detail men calling on doctors. 
t John Searle reports “we have not 
¢stocked a great deal, only about 
“$100,000 worth which is normal for 
+a new drug.” However he does admit 
ito having increased manufacturing 
pfacilities 40% to take care of future 
demand. 

«’ Enovid has undoubtedly captured 
the financial public’s fancy. The 4,- 
| 425,000 shares of Searle stock (51% 
| held by the Searle family) have dou- 
#4 bled in the last year. They now trade 
at an alltime high of 100 bid over- 
}) the-counter. 

ji; Besides Enovid, investors may 
well be bullish about a number of 
-new Searle specialties awaiting FDA 
approval for commercial use. One 
| particularly promising product is 
\ Flagyl, an ointment for treatment 


i) of difficult vaginal infections. 


it 
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Despite his company’s exciting 
new products the bespectacled Searle 
president remains extremely cau- 
tious about fiscal predictions. For 
the first quarter he says “we will do 
better than last year but not a great 
deal better.” For the second which 
is as far into the current year as he 
will now go “we are hopeful for fur- 
ther gains.” However for the annual 
meeting next month he noted: “In- 
dications are that there will be some 
exciting information due to things 
that have already happened this 
year.” One reason for his caution 
may be that while Searle is first on 
the market with an approved oral 
contraceptive, competitors Ortho 
and Syntex are in hot pursuit. Parke- 
Davis has yet to seek FDA approval 
for its Norlutin as a contraceptive 
(though doctors can write prescrip- 
tions for its use as one). And the 
Ortho and Syntex product has not 
received clearance as yet. 


ATOMS 
Nuclear Nucleus 

ATEST NEWCOMER and “the 

first fully integrated operation in 
the nuclear field” is $25,000,000-as- 
sets United. Nuclear Corp. Familiar- 
ly known as “UNC,” it combines: 
1) the nuclear fuel portion of the 
energy division of Olin Mathieson 
2) the commercial part of Mal- 
linckrodt Chemical’s nuclear divi- 
sion which specializes in converting 
AEC-supplied uranium hexafluoride 
into fuel elements and 3) Nuclear 
Development Corp, a Rockefeller- 
backed technologist whose very thin 
market for the few shares not closely 
held has already substantially dis- 
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counted the promise of future de- 
velopments. 

Olin president Stanley Osborne 
remarks: “The new company will 
provide a unit which will cover a 
broad spectrum in the nuclear field. 
Each company has carved out a spe- 
cial nuclear area. As a result there 
will be no overlapping in the new 
corporation but rather the most com- 
plete nuclear organization — from 
uranium on through to reclamation” 

The company will do Government 
as well as commercial business. Its 
services will include research & de- 
velopment, reactor system design, 
manufacture of nuclear fuel mate- 
rials, reactor and core fabrication, 
fuel management, cold scrap proc- 
essing, isotopes and hot radiation 
energy sources. It will also provide 
hot core transportation, hot scrap re- 
processing and hot waste disposal. 

Olin will be a major shareholder 
with about 64°/ interest in the new 
company. In due course however 
the Olin chief says “our interest will 
be reduced to under 50%.” He adds: 
“This is going to be a completely 
independent enterprise. We don’t in- 
tend to impose our ideas.” President 
of the new corporation will be for- 
mer Olin vice president William C 
Foster. 

Although hesitant to comment on 
the new company’s sales prospects 
for this year, Stan Osborne is quick 
to note: “This very interesting little 
company is going to do far better 
than its components did as separate 
operations.” Estimates indicate on 
a corhbined basis annual sales last 
year would have amounted to more 


than $30,000,000. 
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MACHINERY 
Babcock & Wilcox & Margins \( 
ity THE PAST two years the Balj 


ee to $311,000,000. B&W net 7 


come however rose from $2.11 . 


and again to $17,800,000 or $2.88 «! 
share in 1960, topping the previous 
record of 1957 when B&W nettedi 
$16,460,000 or $2.67 a share on 
sales of $366,100,000. 

Over half of the company’s bus# 
ness is in cyclical steam generatin,}; 
equipment (utility, industrial ana} 
marine boilers and accessories). Th} 
next largest B&W division is speq 
cialty seamless and welded tubina}} 
which in some years has accounted 
for as much as 40% of the total. Th: HI 
remaining sales come from refracl] 
tory prddticts power plant contr \ 
equipment and meters, industriaz 
closed circuit TV and soot blowers: 

Financial vice president Alan H 
Phin tells the improved B&W profil 
margin story. Using the boiler divi} 
sion as an example (“we have done 
the same type thing with the others” ) 
B&W has first of all “held out for 
reasonable prices.” Outsiders say the 
company has consequently let the 
competition take some of the pre 
sumably less profitable business 
Babcock & Wilcox together with 
Combustion Engineering has about 
four-fifths of the boiler business 
Others in the field include Riley 
Stoker and Foster Wheeler. 
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Vice president Phin continues: 
“We have cut out some expenses. 
»/There are expenses a lot of people 
Withink are fixed—but when you get 
right down to it, they can be moved 
9a bit.” Paramount was transferring 
1300 or so boiler division employes 
yfrom New York headquarters to the 
jpmain plant in Barberton, Ohio in 
1958. The consolidation has resulted 
in “better co-ordination, reduced 
Witraveling expenses and fewer em- 
tployes.” 
} Thirdly B&W “has improved man- 
‘eufacturing operations by new meth- 
tods and new equipment.” One major 
finstallation: a $14,000,000 highly 
: automated steel mill for the tubular 
products division which began oper- 
“ation early last year. However the 
“tube business follows the steel in- 
dustry and “so far we have not had 
enough volume to use the mill effec- 
tively. There was some order pick-up 


Workers install B&W refractory brick 


in January but it hasn’t been long 
enough to establish a trend.” 

Orders for tubes and refractory 
products “are not received much in 
advance.” On the other hand there 
is at least a one-and-a-half year lag 
between order and delivery of large 
boilers. Thus B&W’s 1960 backlog 
of $291,000,000, though down a bit 
from $301,000,000 a year earlier, 
is large enough “to assure us of 
operating this year at a somewhat 
better rate” than in 1960. However 
Alan Phin concedes “utilities have 
not been ordering the new capacity 
we had expected by this time.” 

Utilities historically have doubled 
capacity every decade and industry 
men figure this rate of expansion 
will continue. In the past, steam gen- 
erating equipment orders reached 
a peak every five years or so; in 
1956 B&W’s backlog hit a high of 
$495,300,000. Alan Phin blames the 


» 


current recession or “whatever you 
call it” for throwing the utilities off 
their cycle. He hopes for “some pick- 
up later this year.” 

Executive Phin estimated 1961 
sales “‘as great or possibly greater 
than 1960. Our steam generating 
equipment is fairly certain, the rest 
depends on general business condi- 
tions.” He adds: “I hope earnings 
will be a little bit better. We have 
not finished attempting to improve 
profit margins.” One aid: B&W’s 
atomic energy division while still 
in the red “is not the drag on earn- 
ings it once was.” 

Conservative Alan Phin was born 
in Hespeler, Ontario 64 years ago 
and became a chartered accountant. 
After he came to the US he joined 
B&W at the age of 30. The ruddy, 
friendly executive has been a vice 
president since 1947, 

He refuses to discuss the possibil- 
ities of a dividend increase, notes in 
any case “the board of directors 
won't consider it until the October 
meeting.” The rate was increased in 
the Fall of 1959, upped another nick- 
el to 35¢ quarterly last November. 

Alan Phin stresses: “I am optimis- 
tic but there are too many unknowns 
to make any firm predictions about 
the future. After all we’re interested 
in selling boilers, tubing and re- 
fractories—not stock.” 

The 6,200,000 ““BAW”’ shares 
have performed very well on their 
own. The stock now trades on the 
Big Board close to its 1960-61 high 
of 431%. This is 14 points above the 
low and only a little below the 4714 
alltime high which was posted in 
boiler-booming 1956. 
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PAPER 
ScotTale 
1 ioe MARKED contrast to glum 1) 

ports from most of industri 
Pennsylvania the business news 
bright at the Chester headquartey 
of Scott Paper Company. Led I! 


familiar brands ScotTissue, Sco} 
ties, ScotTowels, Scotkins and Cul 


000, 000 in 1960 while carina 
jumped nearly 12°, to $27,700,00] 
or $3.40 a share. 

Last week’s annual report climaxe’ 
a decade in which sales tripled ani 
earnings quadrupled on the conj 
bined strength of acquisitions any) 
internal expansion. The result is 
fully integrated operation from tingly 
berland to toilet tissue and an ex} 
tended list of new products. Amo 
them: polyurethane compound Scot} 
Foam which goes into apparel intex} 
liners and industrial filters, poly 
ethylene food covering Wonder Wra# 
and sanitary napkins Confidets a) 
of which have been added to thi 
stand-by ream of household papers} 

Some Headaches 

The success has not been witho 
headaches. At least one widely her} 
alded new product of the past fevyj 
years — “‘paper-fabric” Dura-Weve 
—is apparently in shreds. On the}: 
acquisition side, Scott’s ownership}} 
of Soundview Pulp, Hollingsworth} 
& Whitney and Detroit Sulphite Puly# 
& Paper has been challenged by the} 
Justice Department and has been inf 
& out of court for almost five years# 
The latest decision, in December: 
went against Scott but the company: 
will appeal and president Thomas B 
McCabe has “every confidence i 
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tour ability to convince the court that 
‘the company is in the right.” 

") Investors obviously share his con- 
Nfidence that Scott will continue its 
4 rapid growth despite occasional 
itears. Earlier this year the 8,000,000 
: shares of SPP reached an alltime 
high of 10914 on the Big Board and 
blast week were trading at a still 
heady 105 compared to 1960’s low 


OME 200 stockholders of JP 
Stevens & Company Inc assem- 
bled in the second floor cafeteria of 
‘he Stevens Building at 41st and 
Broadway last fortnight for the 
company’s 148th annual meeting. 

After chairman JP (for John 
Peters) Stevens Jr dispensed with 
“the formalities of electing directors, 
approving accountants and the like, 


idmessage. 
The news was not cheery. For the 


él “Earnings were by no means satis- 
jifactory either as a return on in- 
ed capital or as a percentage of 
jisales.”” However he added: “The 
een seems very much like 1958 
aiiwhen Stevens earned only 35¢ a 
Share the first quarter, ended with 
82.60 for the full year] in which 
jthere was a textile upturn in mid- 
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year. There is evidence history may 
repeat itself this year.” At any rate 
he noted: “In a seasonal business 
like textiles the results of one or two 
quarters can be misleading—both 
on the upside as well as the down- 
side.” 

This certainly proved true for 
fiscal 1960. Though Stevens started 
off with a bang with first quarter 
profits 54% ahead of the previous 
year, by midyear “it was perfectly 
evident the textile business was on 
the downgrade.” Thus in the full Oc- 
tober year Stevens profits eroded to 
$15,300,000 or $3.65 a share from 
the previous year’s $4.52 despite a 
12% gain in sales to an alltime peak 
of $513,000,000. 

Despite the poor 1961 start Bob 
Stevens announced the company was 
aiming at a target of $3 a share for 
the full year, “our average earnings 
over the past five years.” However he 
stressed: “This is a goal, not a pre- 
diction. It will take a lot of doing 
but we will certainly go at it hammer 
& tong.” 

Import Woes 

The weevil in the Stevens patch 
is imports (IR, February 15). Bob 
Stevens noted he had commented on 
the problem of imports as far back 
as five years ago and the situation 
“has grown steadily worse year by 
year.” In fact last year imports of 
cotton goods exceeded 1 billion 
yards or about one-fourth of all 
cotton goods consumed in this coun- 
try. “The competition does not 
come from Japan alone but from 
Hong Kong, India and Spain as 
well.” 

Stevens has been among the more 
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vocal members of the textile in- 
dustry in clamoring for some relief. 
Says Bob Stevens: “We’re contin- 
uously bringing it up before the 
Government.” An old hand at Sen- 
ate subcommittee hearings, Bob 
Stevens made his most recent ap- 
pearance February 6 when he told 
the Textile unit of the Commerce 
Committee “I am not against for- 
eign trade” but protested against 
“being called upon to pay a dispro- 
portionate share” of the price of 
maintaining trade “as an instrument 
of foreign policy.” 

Bob Stevens is somewhat encour- 
aged by President Kennedy’s ap- 
pointment of a Cabinet level commit- 
tee to study the problem. In addition 
he noted “there seems to be more 
interest in Congress now than there 
has been at any time in the past five 
years.” 

Home Grown Goods 

On the promotion side Stevens 
in the past year has strongly 
stressed “home grown” products. 
Following up a suggestion from a 
stockholder at last year’s annual 
meeting, Stevens ads now read “fine 
fabrics—made in America since 
1813.” 

Nor has the company lagged on 
other efforts to better profits. In 
the past ten years it has spent more 
than $100,000,000 to improve its 
plant. Last year’s budget alone came 
to $20,000,000, the bulk of which 
went into a new finishing mill at 
Wallace, SC. Stevens also completed 
a warehouse at Greenville, SC to 
handle raw cotton. Another plant at 
Rockingham, NC for worsted goods 
went into full production in June. 
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Stevens has also emphasized 1) 
search. It “completely reorganizee 
this department three and a ha’ 
years ago and “we have several i) 
teresting discoveries in the works) 

In fact, on the basis of its rj 
search Stevens teamed with Kin 
berly-Clark in Fall 1959 and organi 
ized Kimberly-Stevens Cont ty 
explore the realm of nonwovei 
fabrics. K-S already makes hospita) 
packs (paper gowns, aprons and thi; 
like) which are being marketes 
through American Hospital Supplyl} 
Bob Stevens notes K-S is makin 
progress and “we will modestly ex} 
pand our manufacturing facilities 
in 1961.” | 

Strictly not slated for 1961 ex 
pansion is the $1.50 annual divi! 
dend which has been in effect sinc 4 
1956. At last year’s meeting presi} 
dent Stevens had held out soma) 
hope the rate might be raised. Anaj! 
despite the subsequent downturn ir} 
business, some stockholders at this} 
month’s meeting voiced their an} 
noyance that the hoped-for raise|! 
did not materialize. 

But at least stockholders are noi}! 
apt to face a downward adjustment 
Lest they be apprehensive about the} 
security of the present rate (andj 
some of them were), chairman JPY 
determined: “I can’t see any pos-{ 
sibility of cutting the dividend un-} 
less business continues very bad andi 
gets worse. And we don’t anticipated 
that will happen.” | 

Looking further ahead, president! 
Bob pledged: “It is the determina- 
tion of management when we do} 
change the dividend it will be up- 
ward, not downward.” 
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fi PLEAD QUARTERS for 


Celanese Diversifies 

Further With 

Chemicals and Plastics 

the 


Celanese 


$378,000,000-assets 


» Corp is the ninth floor of a 1926 
} office building on the corner of Mad- 


} ison Ave and 34th Street, only a few 
blocks from Manhattan’s busy gar- 


* ment district. The site was chosen 


deliberately for as recently as ten 


4} years ago the veteran fiber producer 


sold 86% of its output to the textile- 
apparel industry. 
Today however thanks to an in- 


‘creased diversification into chem- 
Wicals and plastics plus the develop- 


«4 ment of new fiber markets Celanese 


»{no longer depends solely on the cyc- 
‘jlical apparel market. Only 60°% of 


| total sales now come from the fiber 


fh 


i 


ni 


ult 


Fil 


Da 


icf 


‘| molecules whose useful qualities in- 
elude high physical strength. The 


ity 
,)cellulose acetate. By extruding vis- 


cous solutions of cellulose acetate 
'|through tiny holes into warm air, 


{third are in non-apparel lines. In 


keeping with this new look the com- 
pany later this year will move its 


& headquarters to 44th Street and Fifth 


Avenue. 


.) Founded in 1918 by chemists 


,Camille & Henry Dreyfus, Celanese 
, was first known as American Cellu- 


lose & Chemical Manufacturers Com- 
| pany. As such it was one of the pio- 


;neers in what is now known as poly- 
»mer chemistry. Polymers are large 


| Dreyfus brothers learned how to re- 
act cellulose (a natural polymer) 
,with acetyls to form a new polymer, 
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) Fiber Vet Narrows Textile Dependence 


they then developed one of the first 
man-made fibers and Celanese’s first 
big product, acetate filament yarn 
with its “‘artificial silk” characteris- 
tics. 

In 1924 the company began ace- 
tate production in Cumberland, Md 
and sales for the first full year came 
to $1,600,000. By 1950 Celanese 
sales boomed to $232,000,000. Earn- 
ings reached $40,300,000 or $5.11 a 
share, a peak Celanese has yet to ap- 
proach again. Then sharp competi- 
tion from the new synthetics and 
shifts in apparel styles cut sales 
which by 1954 had plummeted all 
the way to $147,600,000 while prof- 
its skidded to a ten-year low of $6,- 
500,000 (26¢ a share). 


To the rescue came Celanese re- 


Celcon heels solve breaking problem 


- 


search and _ polymer technology 
which executive vice president James 
R Kennedy last week credited as “the 
basis of all Celanese growth.” In de- 
pressed 1954 Celanese introduced 
Arnel, a triacetate fiber which was 
to become one of its biggest fibers. 
Though different in chemical struc- 
ture from acetate, Arnel fortunately 
involved little change in production 
techniques and hard-pressed Celan- 
ese could easily convert its excess 
acetate facilities. 

At the same time Celanese began 
to reorganize its textile division, 
steamlined production and launched 
a vigorous promotion campaign. 
In addition the company’s chemical 
and plastics operations were ex- 
panded. 

Recovery Road 

As a result both sales and profits 
began to recover in 1955. By 1959 
sales had passed their previous peak, 
stood at a record $265,240,000. Prof- 
its came to $22,650,000 or $2.44 a 
share, fourth-best in company his- 
tory. In 1960 sales, despite the re- 
cession, were down only a shade to 
$264,100,000. Profits however were 
off 12% to $19,900,000 or $2.07 a 
share. This is blamed on “‘develop- 
mental expenses undertaken to fur- 
ther diversify Celanese operations.” 

Celanese today gets 18% of its 
volume from chemicals v 6% in 
1950. Plastics and polymers are up 
to 22% from 10% in 1950. Over 
half the company’s current product 
line consists of items introduced in 
the past six years. 

Throughout this period of change 
however Celanese has remained a 
highly integrated operation and its 
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ae “In our three areas of of 
eration—chemicals, polymers ani) 
polymer conversion—there is on 
basic technology and few companie 
can match our breadth in it. I), 
that unified technology lies thi 
strength of Celanese.” Celanese pra 
duces most of its basic chemice} 
needs such as acetic acid, acrylates} 
vinyl acetate and formaldehyde usec} 
to make its polymers. Though it buy! 
some oe and some clyde chem} i: 


powders, bottles: resins, etc. These 
semi-finished products, like et 


dak, Union Carbide nd Dow, ar iq 
sold to consumer product manufac: 
turers in the textile, plastics, pack! 
aging, paint, automotive and air-j} 
craft industries. Also about 75% of 
basic chemical and raw polymer} 
output is sold to other processors. | 

With all its emphasis on new tech-j 
niques and products the Celanese re-}) 
search budget comes to only $6,000,-}) 
000 for 1961 but the company states4) 
many product development pro-4| 
grams are charged off to operationss 
instead. 

The greatest portion goes into} 
basic chemical research fundamental } 
to all operations. About a third is: 
spent in actual polymer science, the# 
rest on processes for polymer con-; 
version. | 

Celanese research recently devel-. 
oped a new high-strength acetal co- 
polymer plastic called Celcon, in- | 
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Ytroduced last month. The company 
“estimates demand for Celcon-type 
yplastics (duPont has a similar prod- 
uct called Delrin) at 200,000,000 
‘pounds by 1970. 

} Celcon is characterized by a 
unique combination of properties” 
including high strength, hardness, 
stiffness, dimensional stability, light 
eight and resistance to abrasion. 
t can be used for economical injec- 
‘Fion-molded, blow-molded and ex- 
truded products. Celanese predicts 
‘its greatest immediate use will be to 


‘@Potential markets may include ma- 
thinery gears and bushings, busi- 
‘Yness machine housings & compo- 
‘nents, communications equipment, 
Appliances, packaging, pump hous- 
“Ings and pipe and auto parts. 

‘| Another major Celanese develop- 


‘houncement of manufacturing rights 
‘Yor acetyl chemicals by a new eco- 
fhomical German process. The li- 
pense was granted by Aldehyd 
‘/>mb H, jointly owned by Farbwerke 
‘loechst and Wacker Chemie. A plant 
o use the process at Bay City, Texas 
s scheduled for production by 
March 1962. 

i’ The Bay City acetyl plant and a 
lant for Celcon at Bishop, Texas 
/)ust about fill this year’s capital ex- 


Since 1955 Celanese has spent 
$102,000,000, the bulk to enlarge 
and improve chemical and plastic 
acilities. 

| At the same time Celanese has not 
ieglected its fiber business. In 19538 
\Zelanese joined with Britain’s Im- 
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5ansion budget of $26,000,000. 


perial Chemical Industries to form 
Fiber Industries Inc which is bring- 
ing to market a Dacron-competing 
polyester fiber called Fortrel (see 
page 23 for further details). 

Another addition to the Celanese 
fiber line is Arnel 60, a high-strength 
triacetate fiber with “all the qualities 
of Arnel but with double strength.” 
This means it can be woven into 
lighter fabrics. 

Darvan Development 

Celanese has yet another promis- 
ing new fiber, Darvan, whose pa- 
tents and production rights it ac- 
quired from Goodrich in 1959. Still 
in the development stage, Darvan 
is slated to compete for the wool 
and Orlon markets. 

Celanese sells its products abroad 
as well as at home. The company 
has a minority interest in affiliated 
companies in Canada, Mexico, Co- 
lombia, Venezuela, Brazil and Ja- 
pan. “While in general our policy 
is not to dominate in foreign op- 
erations this does not in any way 
preclude additional distribution of 
products and possibly some more 
manufacturing.” Last year parent 
Celanese received $1,335,000 (net) 
in dividends from foreign interests. 

So far this year Celanese reports 
overall operations are “off—every- 
thing is off, fibers as well as plas- 
tics” from the same time a year ago. 
But the company hopes for a general 
upturn by June. As if in response, 
the company’s 7,334,000 shares of 
common now trade on the Big Board 
at 31, up ten points from the 1960 
low. Even so this is still far below the 
record high of 465g of more profit- 
able 1951. 
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Far-Ranging British Chemical Colossus 


Imperial Chemical Industries 

Makes Everything 

From Alkalis to Zippers 

UTSIDE the US the biggest 

chemical company in the world 

is Imperial Chemical Industries Ltd 
of Britain. In sales it is exceeded 
only by duPont and Union Carbide. 
It stands well ahead of the German 
big three—Farbenfabriken Bayer, 
Badische Anilin and Farbwerke 
Hoechst—and comes within 15% of 
matching the combined sales of this 
once-combined trio. 

Imperial Chemical Industries op- 
erates over 100 factories in Britain, 
another 40 throughout the world. It 
employs more than 110,000 people 
in Britain alone where it produces 
some 12,000 products. Several af- 
filiates are active in Canada and the 
US and more will be. Moreover its 
American Depositary Receipts are 
traded on the American Stock Ex- 
change—thus regular write-ups are 
available in the stock manuals. But 
offsetting such claims to familiarity 
is the fact few of the company’s 
many products are sold to the gen- 
eral public even in Britain and this 
behind-the-scenes quality prevails in 
other parts of the world. 

Products range from heavy chem- 
icals, fertilizers, explosives, paints 
and non-ferrous metals to fibers, 
drugs, dyes, plastics and zippers. It 
has the world rights to the polyester 
plastic & fiber Terylene—except for 
the US where the British discovery 
has been licensed to duPont for Dac- 
ron. Imperial Chemical claims credit 
for the discovery of polyethylene, 
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which is called polythene in Britax p 
Sales for ICI (as it is universak i 


bol is IMP) have risen steadily | 
recent years, reaching $1.4 billion } 
1959, compared with $1.3 billion || 
1958. Consolidated net income wip" 
$140,700,000 or 55¢ a share v $884" 
400,000 or 34¢ a share in 1959 (}* 
year of poor margins). In 19% 
sales were only $773,500,000, earn! 
ings 24¢ a share. gy 

Full-year 1960 figures were sti\j! 
not available at presstime and—e' 


panies—interim reports are sketchy| . 

For the first half of last year, sa : | 

rose to $806,4.00,000 from $700,000 | 
p 


000. Group income (a figure naj) 
strictly comparable with “net i 
come” above) was $77,280,000 uti 
from $56,100,000. i 


Full Year Forecast } 
Commenting on the full year, dij} 
rector and chief financial man Peten|' 
Thomson Menzies says: “It’s nod! 
traditional for us to forecast. Yo | 
can really talk yourself into troubleq: 
this way.” But he goes on to explain 
that ICI does about 2° of Britain’ss 
total business and supplies almost 
every important British industry, so4 
“you can always deduce the ob-4 
vious: if business has been brisk 
for Britain, ICI is doing well also.” ’ 
ICI also does a brisk export} 
trade (over one-fourth of total com- : 
pany volume in 1959). Exports; 
which rose 19° in 1959 over 1958 | 
(shipments to Europe jumped 35%) 
climbed another 15% in the first | 
half. ICI plans to spend $280,000,- 
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$900 over the next decade on plant 
facilities in the common market. 

=) Imperial Chemical is the child of 
(international competition and de- 
lense strategy, with Germany his- 
Horically the reason for both prob- 
ifems. During War I while Britain 
“depended on Chile for nitrates for 
jner explosives, blockaded Germany 
‘thad learned to make nitrates from 
he air by the Haber-Bosch process. 
Britain realized it too had to re- 
“jluce foreign dependence. 

Also after War I the German 
d&hemical industry’s growth—coup- 
lied with that of the US—put 
@pressure on Britain to retain and 
“roaden her position as supplier of 
ehemicals to the Commonwealth. 
Whus in 1926 ICI was formed from 


staffs Corp; Brunner, Mond & Com- 
fpany; Nobel Industries and United 
Alkali Company. States a company 
Ih. : 

ishistory: “The aim * * * was not 
v0 control markets and prices but 
jito provide an efficient, stable and 
large-scale organization capable of 
jmeeting its powerful competitors on 
equal terms in world markets.” 

One of the proud results of this 
union was the production in 1939 of 
jpolyethylene in sizable quantities (it 
jwas discovered in 1933) just in 
time to be a vital insulator in radar 
equipment. 

|. Imperial Chemical has eleven 
|manufacturing divisions and plants 
|which span the United Kingdom 
Ifrom South Wales to Scotland. 
» One heavy group—in fact one of 
\the largest in the chemical world— 
is near the mouth of the river Tees 


= 


March 29, 1961 


on the northeast coast. Near the 
town of Billingham is located the 
huge Billingham Division (largest 
in ICI) with almost 17,000 em- 
ployes. Nine miles away is the Wilton 
Works with 4,800 employes. 

The 1,000-acre Billingham site 
specializes in agricultural chemicals 
whose key compound is ammonia. 
The principal raw materials are air 
(for nitrogen), water, coal, oil and 
the mineral anhydrite. The latter is 
almost as handy as the first two 
since the factory, by no coincidence, 
perches atop an anhydrite mine. 
The ammonia is used for sulphate 
of ammonia and other nitrogenous 
fertilizers. These form more than 
half of the division’s output of 
2,900,000 tons of chemical products 
a year. 

The Wilton Works has as its 
heart the oil cracking process. From 
the olefins thus produced, it turns 


British fishermen use Terylene net 


- 


out Alkathene (ICI’s tradename for 
polyethylene), Perspex, a clear ac- 
rylic plastic, and Terylene. Imperial 
Chemical has spent over $300,000,- 
000 at Wilton since War II. In a sim- 
ilar oil-based venture at Severnside 
near Bristol it expects to spend an- 
other $280,000,000 by the mid- 
Seventies. 

The Billingham and Wilton sites 
house within them another ICI di- 
vision, Heavy Organic Chemicals, 
which produces large-tonnage chem- 
icals. 

Western Grouping 

An even larger though more dis- 
persed grouping of ICI divisions 
is to be found in the West in the 
Liverpool-Manchester region. Big- 
gest unit is the Dyestuffs Division 
with headquarters in Manchester. It 
employs nearly 15,000 who turn out 
some 6,000 products including not 
only dyes but such products as tex- 
tile finishing agents, synthetic resins 
for paints and nylon polymer. 

About 30 miles distant at Liver- 
pool is the 13,400-employe Gener- 
al Chemicals Division which spe- 
cializes in chlorine, fluorine and 
sodium compounds. An important 
fluorine product is Fluothane, a 
new anaesthetic. The division has 
recently begun production of sili- 
con for use in semiconductors and 
of acrylonitrile for synthetic fibers 
and oil-resisting synthetic rubbers. 

Nearby is ICI’s Alkali Division 
which employs 11,250. It is a 
major exporter and together with 
other parts of ICI turns out one- 
eighth of all the alkali consumed 
in the world outside the Soviet 
bloc. Major products include soda 
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\ 
! 
ash, caustic soda, bicarbonate ¢ 
soda, soda crystals, sodium silicat) 
lime and limestone. These are inj 
portant in making glass, soap, rayon|}l! 
paper, chemicals and textiles. P| 
Not far away in Wilmslow is thl 
ICI Pharmaceuticals Divisiom 
Quite small by ICI standards, i 
employs only 1,500. Among it 
prominent ethical products are Pall 
udrine (against malaria) and a new 
derivative Lapudrine; Mysoline fonjfi 
control of epilepsy; Etisul for treat 
ment of leprosy. i 


spread liberally over the Britis | 
landscape. Biggest unit away from} 


e4 
found in the international chemical }} 


giants. Based in Birmingham, it em- 4] 
ploys 14,300 and is one of the 4 
largest producers of rolled copper |} 
and brass sheet, strip, extruded rods || 
and sections and drawn wire in the |) 
Commonwealth. Alert to the new J} 
look in metals, the division produces | 
titanium, zirconium and beryllium. 

North of the border in Glasgow 
are the headquarters of the Nobel 
Division. Predecessor British Dyna- 
mite Company in 1873 was the first 
in Britain to manufacture dynamite, 
invented by Swedish scientist Al- 
fred Nobel. Now the 9,700 employes 
of the Nobel Division produce ex- 
plosives for mining, tunneling, ex- 
cavation, seismic prospecting for oil. 

An outgrowth of the Nobel Di- | 
vision is the Paints Division lo- | 
cated at Slough, about 40 miles | 
west of London and employing © 
5,700. Besides paints the division 
makes plastic-coated fabrics. 
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The two ICI divisions where new 
things can happen fastest are Plas- 
tics and Fibres. The Plastics Divi- 
sion is the largest plastics manufac- 
turer in the Commonwealth and 
“HCIs largest exporter. A new divi- 
Wsion product is Propathene, a poly- 
‘(propylene plastic which boasts extra 
frigidity and temperature resistance. 
“ The Fibres Division produces 
“large quantities of Terylene for tex- 
“tiles. With an additional plant at 
“the Wilton Works now on stream, 
WCI’s Terylene capacity is up to 
(450,000,000 pounds a year. ICI has 
san equal interest with Celanese Corp 
wi{(see page 17) in Fiber Industries 
“tine whose new Shelby, NC plant was 


ile narket with its Fortrel. 


The joint operation shows an- 
«jother of the many facets of ICI sup- 
iplementing its divisions. The com- 
| pany not only has important subsid- 
jiaries at home and abroad but also 
‘numerous joint ventures, license 
agreements and the like. 

Last August ICI obtained its li- 
cense from Montecatini to produce 
polypropylene fiber at a new 10,000- 
|ton-a-year plant at the Wilton Works. 
Recently ICI itself granted a license 
to American Cyanamid for produc- 
tion of methylmethacrylate, the clear 
acrylic plastic which ICI calls Pers- 
pex. 

ICI has entered a joint venture 
iwith two Danish companies to pro- 
iduce polyolefins, with Alkathene to 
be the first product. In Argentina, 
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ICI’s subsidiary is building a poly- 
ethylene plant and plans a polyester 
one. Domestically ICI has a long- 
standing equal interest with Court- 
aulds in British Nylon Spinners. 

Prior to a recent 1-for-20 rights 
offering, ICI had 246,209,000 shares 
of one pound par value outstanding. 
The offering, which adds around 
35,000,000 shares, was not extended 
to US shareholders so Morgan 
Guaranty Trust, the depositary for 
the American shares, is selling the 
rights received in Britain and will 
pass the proceeds (914¢ a share) on 
pro rata to the US holders. 

Dividend Data 

ICI has paid some cash dividend 
every year since 1927, its first full 
year. The 1960 payment was 21.6¢ 
a US share, net of British taxes, as 
against 13.6¢ the year before. The 
company has announced its inten- 
tion to maintain the higher rate on 
the increased number of shares. The 
American Depositary Receipts of 
the company are selling close to the 
alltime high of 1014 on the Amex 
where they have had unlisted trad- 
ing privileges since 1928—making 
it one of the graybeards among for- 
eign stocks traded in the US. There 
are about 2,000,000 ADRs outstand- 
ing, each equal to one £1 ordinary 
share. ; 

The US shares are held by about 
5,300 holders. But they are part 
of the largest shareholder family of 
any British company. In fact, prov- 
ing that People’s Capitalism can 
flourish on both sides of the 
Atlantic, ICI’s 360,000. stockhold- 
ers readily outnumber duPont’s 


208,000. 
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DIAMOND LAWN [ 


The scene at right is one which Diamond Alkali Company hopes will come 
to life many times this Spring. The shorts-clad suburban gardener is spread- 
ing Diamond Alkali’s new crabgrass killer Dacthal which the Cleveland- 
based chemical producer claims is ‘‘the most effective commercial chemical 
for crabgrass control yet developed.” Introduced early last year the new 
killer is marketed by Swift & Company under the brand name Rid. Swift 
recently moved Rid’s retail price from $5.95 to $8.95 for a bag sufficient 
to cover a 2,500 square foot area but this is still a dollar cheaper than 
OM Scott’s competing Halt. 

Though Dacthal was but a small part of Diamond Alkali’s 1960 sales of 
$138,300,000 treasurer William A Crichley is confident_it ‘‘will grow.’’ He 


notes it ‘‘has been well received and is doing very well.”’ In addition to Rid, — 


Swift is using Dacthal as an ingredient in its fertilizer Vitagro (Vigoro plus 
Dacthal). Diamond field-tested Dacthal for agricultural use for two years, 
seeks a Government OKay for use on cotton, tobacco and soybean crops. But 
Bill Crichley cautions ‘‘approval could take another two years.” 

Once solely a basic chemical producer (chlorine, alkalis, etc) Diamond 
Alkali has branched into faster growing lines such as chromium chemicals, 
silicates, chlorinated products and plastics. At the same time the company 
has increased its emphasis on research. Late last year Diamond—known as 
DIA on the Big Board—finished the first stages of a $4,000,000 research 
center near Painesville, Ohio. Moreover the research budget has climbed 
from less than a million in 1952 to $4,000,000 in 1960, ‘‘will probably be 
up another 10% this year.’’ Promising areas are chlorinated xylenes and 
new polymers but executive Crichley declares ‘‘there is nothing | can tell 
you about today.”’ : 

The $143,000,000-assets company sells its products to hundreds of in- 
dustries including chemicals, agriculture, plastics, soap, building materials, 
metals, paper, petroleum. Last year about half of Diamond’s sales came 
from alkalis, chromium chemicals and silicates; one-fourth from plastics 
and chlorinated products; 16% from chlorine and by-products and the re- 


mainder mostly from cement and coke. Thanks to a big demand for many © 


of its products, DIA countered the recession and was one of only a handful 


of chemical companies to score both record sales and profits last year. |} 


While results were ‘‘not up to earlier expectations’’ due to a slowdown in 
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he second half, earnings for the year rose to $11,740,000 or $3.87 a share 
$3.79 (adjusted for a 3% stock dividend) on a 3% gain in volume. 
Diamond's 3,000,000 shares trade around 66, four points below the 
alltime high posted earlier this year and 16 points above the 1960 low. 
‘sDespite the advance, DIA sells at a relatively modest (for a chemical com- 
‘Ipany) 17 times earnings. 
| A good part of the Diamond Alkali sparkle comes from large-scale ex- 
pansion as well as ‘‘upgrad- 
ing'’ chemical lines. Since 
War Il capital expenditures 
have totaled a fat $178,000- 
000, ‘‘much of which went 
into chlorine and caustic 
soda facilities.’’ This year’s 
budget is ‘‘around $18-to- 
20,000,000,"’ up from $15,- 
000,000 in 1960. It includes 
two plants at Deer Park out- 
side Houston. When finished 
in early 1962, one will manu- 
facture acetylene, the other, 
ammonia. Both are new prod- 
ucts for DIA. Meantime the 
company’s polyvinyl chloride 
facility at Deer Park has just 
been expanded by 50%. 
Along with the rest of the 
industry last year DIA suf- 
fered price weaknesses in 
two areas—plastics and 
chlorinated products. But 
prices have held firm in the 
last three months. This is ‘‘a 
good sign’’ to Bill Crichley. 
‘There was a little upturn in 
demand in March" but Dia- 
mond Alkali’s 15 plants are 
ening at ‘‘no more than 75% capacity’’ compared to an average 83% 
; ast year. Treasurer Crichley feels ‘‘unless the economy turns up substantially 
|/n the second half we expect earnings this year to be down a little bit from 
11960."" Thus he does ‘‘not look for an increase’ in the 45¢ quarterly 
dividend. And “‘it's awfully early in the year to predict'’ whether the 3% 
year-end stock dividend paid in both 1959 and 1960 will be repeated. For 
] the longer period however ‘‘we are still very bullish.”’ 


UNCHANGING 
CHANGE 


Emerson referred to coal as “portable 
climate.” Nowadays there are other 
portable climates, too, and science is 
well on the way to creating and con- 
trolling the earth’s climate. 

But regardless of future scientific 
achievements, we doubt that anyone or 
anything will ever control the climate 
of the stock market. The market will 
always be subject to ups and downs 
simply because it will always express the 
varied opinions of investors, buying 
what they think will be profitable and 
selling what they think will be un- 
profitable. 

This thought pleases us immensely. 
We have tremendous respect for scien- 
tists, and in fact we’d have a great deal 
of difficulty receiving and processing 
each day’s orders if it were not for 
their electronic ingenuity. But we like to 
think that some part of life will remain 
beyond control and predictability. 

We'll eat capsulated meals if we must, 
and wear disposable paper clothes in 
the ready-made climate to come. But 
at heart we’re invincibly old-fashioned, 
and we're pleased to think that the dif- 
ferences of opinion that make the stock 
market will go on and on. 

Vive les differences! we say. 
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